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SHARES GAIN UP T0 16.64% Company expects right value of the stock as there are ‘multiple suitors’

Zee Shares Gain After Agreement with

Creditors; Brokerages not Convinced

Our Bureav

Mumbai: Shares of Zee group
companies rebounded on Mon-
day after the company announ-
ced it reached an agreement with
its lenders giving the company
three months time to find a sui-
table buyer. Zee Entertainment
Enterprises rallied over 16% to
close at 2372 apiece, while Dish
TV shares gained 5.5% to close at
22285 per share on the BSE. Essel
Propack surged 9.43% to close at
T107.

On Friday, these shares had
plunged after a news report alle-
ged links between the Essel Gro-

up and Nitvank Infrapower and
Multiventures, a company being
probed by the Serious Fraud In-
vestigation Office (SFI10) for de-
posits of over 3,000 crore after
demonetisation.

The drop in share prices led to
lenders selling some pledged sha-
res, which, according to some bro-
kers, belong tothe promoters. Zee
promoters’ inability to bring in
fresh shares or money to stop the
sale of the pledged shares worri-
ed investors, prompting the ma-
nagement and lenders togo into a
fire-fighting mode.

In a statement after the meeting
with lenders late on Sunday, the
Essel Group said it has been agre-
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ed that no default will be declared

by the creditors due to the steep
fall in the share price, and there

will be co-operation among the
lenders.

While analysts continue to be
optimistic about the group’s busi-
ness prospects, concerns over
promoters’ indebtedness could
hurt sentiment.

“We believe that theemerged de-
velopments will tone down mana-
gement'’s potential to realize the
value in business,” said Edelwe-
iss in a note to investors.

sharekhan, the retail broking
arm of BNP Paribas, downgra-
ded the stock from ‘buy’ to ‘hold’
on account of the ongoing crisis.
“Although the fundamentals of
the Zee group remains intact, the
vulnerability of the stock has go-

neupdue totherecentevents,” sa-
id Gaurav Dua, head of research.
Sharekhan.

“There could beaderating in the
stock due to the ongoing develop-
ments which could change the
price-to-earnings multiples of the
stock.”

Theslump intheshare prices on
Friday prompted the Zeemanage-
ment to reach out to market parti-
cipants toease their concerns. In
a conference call with investors
on Monday, Punit Goenka, mana-
ging director, Zee, said the share
pricewill not haveanvbearingon
thedeal.
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START YOUR MUTUAL FUND JOURNEY
WITH HDFC TOP 100 FUND.
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To know more, contact your financial adviser or give a missed call
on 92218 12345.
SIP - Systematic Investment Plan

HDFC Top 100 Fund (An cpen-ended Riskometer
equity scheme predominanly investing

In Large cap stocks) Is sultable for ;;? : -%\
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investors who are seeking®:

« To generate long-rerm capital
appreciationincame

+ Inwvesiment predominantly in
Large-Cap companies
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Inveesines understand that their priscipal
willl b2 at moderately high risk

*Imvestors shoald corutt their financial advisers i in doubt s8out whethes the
prodkact s suitatle for them.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MAR
READ ALL SCHEME RELATED DOCUMENTS CARE
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WEALTH MANAGERS ALSO RECOMMEND TAX-FREE BONDS LISTED IN SECONDARY MARKETS

‘Investors can Look at ‘AAA’ Papers,
Liquid and Ultra-short Term Funds’

Prashant.Mahesh@timesgroup.com

Mumbai: Wealth managers are sugges-
ting that fixed income investors look at
schemes with high exposure to AAA-ra-
ted paper, liquid and ultra-short term
funds and tax-free bonds of PSUsavailab-
lein the secondarymarkets.

“Investors are becoming risk-averse af-
ter the way events have played out in the
past five months,” said Ashish Shanker,

head (investment advisory), Motilal Os-

wal Wealth Management. He advises in-
vestors to invest 80% in banking and PSU
debt fundswith AAA ratinganda 20% ex-
posure only to credit risk funds with a
three-yveartime frame.

Shanker recommends Axis Banking and
PSU Debt Fund, and IDFC Banking and
PSU Debt Fund saving such a portfoliocan
earn investors a pre-tax return of 8%, and
if held for more than three years, they co-
uld take advantage of indexation benefit
and earn post-tax returns of 7.5%.

Forthose who do not want any credit risk,
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Wall Street Rattled
by China Worries

US stocks fell on Monday as weak
forecasts from Caterpillar Inc and
NvidiaCorp fueled worries about a
slowdowninChina takingabigger
bite off corporate profits. Inves-
tors are now pinning their hopes
for acompromise between Wash-
ingtonand Beijing later this week.
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tax-free bonds listed in the secondary mar-
kets could be a good investment bet. “Inves
tors could get an yvield of 6.256.35% which
works well for those in the highest tax
bracket,” said Vikram Dalal, managing di-
rector, Synergee Capital. Bonds of NHALIL
PFC. REC, Hudco and several other PSUs
which are AAA-rated are available in the
secondary market.

Wealth managers also say that inves-
tors should not act in haste even if one of
the schemes they have in their portfolio
has an exposure to instruments where
the share price of the parent company
has fallen, or the parent company'’s pro-
moter has pledged a higher holding.

“Do yvour own math before taking a deci-
sion,” said Deepak Chhabria, CEQ, Ax-
iom Financial Services,

For instance, if you hold units in a credit
risk fund that has a 4% holding in a compa-
ny whose parent company’s share price
has fallen, there is a risk of a rating down-
grade which could lead to a write-off. Hy-
pothetically, even if there is a 50% write-
off, the maximum loss on your investment

in the scheme is 2%. If vou have invested in
the scheme less than a vear ago, vou will
have topay an exit load of 1%.

Added to this, if you are in the high-tax
bracket, you will pay short-term capital ga-
instax. A 30% taxon yvour gains, plustheex-
it load, will be higher than the potential loss
due to the write-down in the portfolio,

Fixed income investors are a worried
lot over the turn of events post the
IL&FS crisis since September last year.
While some debt fund schemes wrote of f
their investments in IL&FS after it was
downgraded, it did not end there. Last
week, some mutual fund schemes mar-
ked down 20-25% of their investmentsin
road SPVs of IL&FS after they did not
pay interest citing a moratorium by the
NCLT N leading to a downgrade by ra-
tingagencies.

This was followed by a sharp fall in the
price of Zee Entertainment last week, le-
ading to the possibility of a rating down-
grade for its various group companies
and subsidiaries in which mutual funds
hold debt securities.

ADANI, INDIABULLS, RELIANCE ADAG STOCKS FALL

Pledged Shares: Firms
Witness Sharp Selloff

The effect of a crash in the Zee group
companies, including Zee Entertainment
and Dish TV shares, was visible in the
stocks of companies where promoters
have pledged their holdings. Zee
Entertainment and Dish TV lost nearly
30% on Friday due to the sale of the
pledged promoter shares in Dish TV.

The biggest losers on Monday were
the shares of Adani Group companies -
Adani Power and Adani Ports and SEZ.
Promoter holdings across Adani group
companies are pledged. A high debt in
the group companies led to panic in the
two group company shares, which fell
19% and 13%, respectively. Shares of
Indiabulls group companies - Indiabulls
Real Estate and Indiabulls Housing

Pledged promoter shares

Promoter (%)

BSE 200 Companies

Finance, Reliance ADAG group companies
and DHFL reported similar falls. Shares of
these companies were down 5% to 12%.

In some cases, the promoters have
raised money in the unlisted holding
companies through which they hold
shares of the listed companies. The
underlying collateral is mostly the shares
of the listed companies. Any likelihood
of the holding company not able to meet
its debt obligations may lead to selloff
in the counters of the listed companies.
For instance, Wadhawan Global Capital,
Cyquator and Geetanjali Trading and
Investments the holding companies of
DHFL, Zee Entertainment and Asian
Paints, respectively, have raised money
from mutuval funds. - Jwalit Vyas/ETIG

Gain/Loss (in %)

Adani Power 5.0 9.3 -18.6 -54
Adani Ports & Special Economic Zune 62.3 ass5 | -127 -16
Max Financial Services 28.4 81.2 6.6 -2.7
Indiabulls Housing Finance 21.5 12.7 %3 -38
Reliance Capital 52.0 74.6 53 -14
Reliance Infrastructure 48.4 83.6 -49 -3.8
Jindal Steel & Power 58.7 50.2 =37 -9
Emami 727 76 | <33 0.1
Promoter companies that have borrowed from mutual funds
Holding Co | Listed Co
Cyquator Media Services | Zee Entertainment
Wadhawan Global Capital _ DHFL'
Bhanu Vyapar, Diwakar Viniyog, Prabhakar Vinnivog Suraj Vinivog, A
Suntrack Commerce
Geetanjall Trading & Investments Asian Paints

*Does not show as pledged: Source: ETIG Database

L&T Surprises Street, Maintains Guidance

EL ANALYSIS

Ashutosh.Shyam@timesgroup.com

ET Intelligence Group: The dance of
democracy usually delays decision-ma-
King in Lutven’'s Delhi and its repercus-
sions are often felt in Mumbai - home to
India’s biggest infrastructure compani-
es, But the run-up to the 2019 general elec-
tions appears tobean exception. Against
expectationsof a 30-40% decline inorder
inflows in the third quarter, Larsen & To-
ubrorathersurprised the Street, mainta-
ining its full-vear growth guidance,

That should extricate the stock from its

narrow trading range, as some brokerages
have already begun tosuggest. Kotak Insti-
tutional Equities increased L&T's order
inflows estimate {(ex-services) to 6.2% and
9.9% for FY19and FY?20, respectwely from
an earlier forecast of 2.5% and 8.1%.

Order inflows in the December quarter
stood at £42,130 crore thanks to domestic
infrastructure demand. L&T requires or-
ders of 248,000-51,000 crore in the March
quartertoachieve the full'h’{i‘ﬂrgﬂ.l idance,
and India'’s biggest engineering compa-
ny appears to be on course.

It has total order prospects of 1.6 lakh
crore in the March quarter, of which abo-
ut 63% is from the infrastructure seg-
ment. This means a 31% hit rate would
suffice. Also, there is deferment of about

220,000 crore of orders that are likely to
tendered in the March quarter. Finally,
with just about a fifth of the prospective
orders coming from the Centre, the dis-
ruption should be rather limited.

To be sure, 29% and 37% of total orders
at L&ET are from state governments and
PSUs, respectively. State government or-
ders are less affected by the outcome of
the general elections, and deficits rarely
prevent them from tendering out orders.

Separately L&T's execution growth at
229, was ahead of estimates. The revenue
growth atthe parent level has revived in the
pasteight quarters, led by higherexecution
of domestic infrastructure projects.
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Traders Suggest Nifty Put Spread
Strategy Ahead of Interim Budget

Ram.Sahgal@timesgroup.com

Mumbai: Aputratiospread on Nifty op-
tions is a strategy brokers and traders
are initiating ahead of the Interim Bud-
get for FY20. They said this could servea
dual, punting and hedging strategy be-
fore the event.

Given the sombre market mood, with
fears of the fisc overshooting and bond
vields rising due to a variety of rea-
sons, put ratio is a short Nifty strategy
on anticipation of the bellwether index
not falling substantially below 10,100
during or post the event

10500 put and selling two 10100 puts. The
sale of the two, deeper out of the money
(OTM) put options indicates the trader
is shorting volatility, which will drop
posttheevent, Basis Monday's provisio-
nal closing prices, the 10500 put costs
7139 a share while the 10100 put costs 56,

The sale of two 10100 puts fetches the
client ¥112 ashare. Thishelps cutthecost
of the 10500 purchased put to 27 share,
The debit being 27, the level below
which the client begins toprofit is10,473.
The maximum profit of ¥373 a share
happens if the Nifty corrects to 10,100
during or post the Budget.

Below this level the profit begins to
dropuntil 9,727 — the lower break-even
point below which losses can be unlimi-
ted as the client has sold two puts. So
long asthe Niftystaysatorabovel0 473 -
the upper break-even point (UBEFP)--the
maximumaclient canloseis ¥27ashare.

At10,100, the trader earns a gross profit
of 2373 as the 10500 put is in the money
(I'T'M) by 2400. However, since the client
haddebit of 27, the max profitis capped
at ¥373. Each point below 10,100 reduces
the profit till it becomes zero at 9,727.
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on February 1. It uses Nif-
ty optionsexpiring on Fe-
bruary 28.

Rajesh Baheti. MDof le-
ading arbitrage and job-
bing firm Crosseas Capi-
tal Services, and Rajesh
Palviva, derivatives he-
ad at Axis Securities, sa-
id the strategy could be
used to punt as well as
hedge one’s portfolio.

It consists of buying a

Looking to BUY
Equity Broking/PMS Company

having a net profit in 3 out of
last 5 years, including the current year.
Contact @ +91 70452 73895 / indiaresearch001 @gmail.com

D NSE

Acting on
SMS tips?

Be prepared to take a dip.

Do not act on unwanted and

fraudulent SMS tips.

S————

Consult only SEBI authorised
financial advisors and credible
research reports for informed
iInvestment decisions.

Disclaimer: Issued in the interest of investors for the purpose of general information only. Stock market investments
are subject to market risks. Investors are advised to consult SEBI authorised broker and read all relevant documents
before investing. Investment decisions are the sole responsibility of the investor,
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